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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, 
as amended, is to protect the integrity of the Department of Health and Human Services 
(HHS) programs, as well as the health and welfare of beneficiaries served by those 
programs. This statutory mission is carried out through a nationwide network of audits, 
investigations, and inspections conducted by the following operating components: 

Office of Audit Services 

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by 
conducting audits with its own audit resources or by overseeing audit work done by others. 
Audits examine the performance of HHS programs and/or its grantees and contractors in 
carrying out their respective responsibilities and are intended to provide independent 
assessments of HHS programs and operations in order to reduce waste, abuse, and 
mismanagement and to promote economy and efficiency throughout the department. 

Office of Evaluation and Inspections 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the department, 
the Congress, and the public. The findings and recommendations contained in the 
inspections reports generate rapid, accurate, and up-to-date information on the efficiency, 
vulnerability, and effectiveness of departmental programs. 

Office of Investigations 

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and 
of unjust enrichment by providers. The investigative efforts of OI lead to criminal 
convictions, administrative sanctions, or civil monetary penalties. The OI also oversees 
state Medicaid fraud control units, which investigate and prosecute fraud and patient abuse 
in the Medicaid program. 

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to 
OIG, rendering advice and opinions on HHS programs and operations and providing all 
legal support in OIG's internal operations. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance. 



EXECUTIVE SUMMARY 


Background 

The Medicaid Program was established by Title XIX of the Social Security Act and is jointly 
funded by the Federal and State Governments to provide medical assistance to pregnant women, 
children, and needy individuals who are aged, blind or disabled. Within broad federal 
guidelines, states design and administer the program under the general oversight of the Centers 
for Medicare and Medicaid Services (CMS). In Massachusetts, the Division of Medical 
Assistance (DMA) is the state agency responsible for administering the Medicaid program. The 
DMA contracts with the University of Massachusetts Medical School, Center for Health Care 
Financing, Municipal Medicaid to administer the school-based health services portion of the 
Medicaid program. 

School-based health services reimbursable under the Medicaid program are provided by or 
through the Massachusetts Department of Education or a Local Education Agency to students 
with special needs pursuant to an Individualized Education Plan (IEP). Services are provided in 
the school setting or another site in the community and include speech therapy, physical therapy, 
occupational therapy, audiological services, behavior management or counseling. Fall River 
Public Schools, a Local Education Agency located in Fall River, Massachusetts, operated 40 
public schools and contracted with as many as 40 private schools during our audit period. Of 
approximately 12,180 students who attended the Fall River Public Schools during our audit 
period, 2,058 students received special education services for which the school system was 
reimbursed $1,095,125 (federal share) under the Commonwealth of Massachusetts’ Medicaid 
program. 

Objective 

The objective of our audit was to determine whether costs claimed for school-based health 
services by the Fall River Public Schools through the Commonwealth of Massachusetts were 
reasonable, allowable and adequately supported in accordance with the terms of the State 
Medicaid Plan and applicable federal regulations. The audit period included Medicaid payments 
made during the period July 1, 1999 through June 30, 2000. 

Summary of Findings 

In Massachusetts, claims for school-based health services are based on a daily per diem rate for 
the prototype (level-of-service) developed in each Medicaid eligible student’s IEP. Each school 
district must have evidence that any Medicaid covered service in the IEP has been delivered by a 
qualified provider before the Medicaid claim is submitted for federal reimbursement, including a 
valid IEP for each the student, accurate attendance records, and an accurate prototype. 

The Fall River Public Schools needed to improve their system of controls to ensure that school-
based health records were assembled and maintained to support the dates and type of Medical 
services provided. 



Our review of payments contained in randomly selected months for 100 recipients showed that 
the Fall River Public Schools billed the Medicaid program: (1) when students were absent, (2) 
for several students who were not prescribed to receive school-based health services by a current 
IEP, and (3) for several students for which the school system did not locate any documentation to 
demonstrate that services prescribed in the IEP were delivered. Relative to our review of the 
randomly selected months, we estimate that the Fall River Public Schools were inappropriately 
overpaid at least $25,941 (federal share). 

In addition, the Fall River Public Schools billed the Medicaid program for $1,707 (federal share) 
in federal reimbursements which represented the daily per diem rate for school-based health 
services on 23 dates when the school was not open to students. 

Internal controls needed to be strengthened in the Fall River Public Schools to ensure that it 
appropriately submits Medicaid claims for school-based health care services. 

Recommendations 

We recommend that Fall River Public Schools: 

• 	 Establish procedures to ensure that Medicaid billings are based on accurate attendance 
records that support the students’ presence to receive services, days for which the school 
was open, and students which have a current IEP, 

• 	 Develop written policies and procedures requiring service providers to document services 
delivered to Medicaid recipients which details client specific information regarding all 
specific services actually provided for each individual recipient of services and retain 
those records for review, and 

• 	 Refund through the DMA, the $27,648 (federal share) that was inappropriately paid by 
the Medicaid program to the Fall River Schools for periods when the schools were not 
open to students, when students were otherwise absent or not qualified to justify 
reimbursement, or the school system did not maintain sufficient documentation that 
services prescribed in the IEP were delivered. 

Auditee Response 

In their response to the audit report, Fall River Public Schools officials generally agreed with the 
procedural recommendations related to establishing policies and procedures regarding Medicaid 
billing. However, the auditee stated they were in compliance with guidance provided by the 
oversight state agencies relative to: (1) billing Medicaid for IEPs for which the IEPs did not 
prescribe any direct special education, and (2) the school system’s method of documenting 
services delivered even though contrary to federal requirements. Fall River Public Schools 
officials also stated they will comply with any regulatory changes mandated by state oversight 
agencies. 
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The auditee did not express agreement or disagreement and elected not to comment on actions 
that will be taken regarding the refund of the $27,648 (federal share) that was inappropriately 
paid by the Medicaid program to the Fall River Public Schools. (See Appendix C for Fall River 
Public Schools’ comments in their entity.) 

Additional OAS Comments 

Since the DMA has not approved a reimbursement rate for consultation for indirect services, it is 
inappropriate to use a bundled rate developed for direct services to seek reimbursement for 
indirect services. Relative to complying with Fall River Public Schools’ understanding of 
guidance provided by state agencies relative to documentation requirements, in the Provider 
Agreement the Fall River Public Schools entered into with the DMA, the Fall River Public 
Schools agreed “…To comply with all state and federal statutes, rules, and regulations applicable 
to participation in the Medicaid Assistance Program…To furnish the Department [DMA] and 
any duly authorized state and federal officials…with such information, including copies of 
medical records, regarding any services for which payment was claimed from the 
Department….” 
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INTRODUCTION 


Background 

The Medicaid Program was established by Title XIX of the Social Security Act and is jointly 
funded by the Federal and State Governments to provide medical assistance to pregnant women, 
children, and needy individuals who are aged, blind or disabled. Within broad Federal 
guidelines, states design and administer the program under the general oversight of the Centers 
for Medicare and Medicaid Services (CMS). In Massachusetts, the Division of Medical 
Assistance (DMA) is the state agency responsible for administering the Medicaid program. The 
DMA contracts with the University of Massachusetts Medical School, Center for Health Care 
Financing, Municipal Medicaid to administer the school-based health services portion of the 
Medicaid program. 

School-based health services reimbursable under the Medicaid program are provided by or 
through the Massachusetts Department of Education or a Local Education Agency to students 
with special needs pursuant to an Individualized Education Plan (IEP).  Services are provided in 
the school setting or another site in the community and include speech therapy, physical therapy, 
occupational therapy, audiological services, behavior management and/or counseling. The IEP 
describes the special education and related services, including school-based health services, 
which the student requires. An IEP must be in compliance with the Individuals with Disabilities 
Education Act, P.L. 94-142, as amended, and in compliance with requirements of regulations 
implementing Chapter 766 of the Acts of 1972, M.G.L., Chapter 71B, as amended. 

To seek Medicaid reimbursement of school-based health services, school districts must: 

• Have a Provider Agreement with the DMA 
• Determine whether the student is enrolled in the Medicaid program 
• 	 Provide services pursuant to a valid IEP that are in compliance with all Chapter 766 

requirements (the Massachusetts special education law) 
• 	 Assemble and complete documentation that any Medicaid covered service in the IEP has 

been delivered before the Medicaid claim is submitted to Unisys (the DMA Medicaid 
claims agent) for federal reimbursement 

• 	 Comply with the Massachusetts Department of Education and DMA requirements 
concerning the authorization to share information with the DMA 

• 	 Submit a claim for reimbursement that details the student, dates of attendance, CMS 
Procedure Codes (level-of-service) and rates. (School districts submit claiming 
documents to Unisys in order to obtain federal reimbursement.) 

Massachusetts reimburses school districts for school-based health services based on the number 
of days in attendance times a statewide per diem rate for the Program Prototype per the student’s 
IEP. According to the Massachusetts State Medicaid Plan, the per diem rate is based on the 
Medicaid fee-for-service rate for each service and a statistically representative utilization rate for 
those services. 



Fall River Public Schools, a Local Education Agency located in Fall River, Massachusetts, 
operated 40 public schools and contracted with as many as 40 private schools during our audit 
period. Of approximately 12,180 students who attended the Fall River Public Schools during our 
audit period, 2,058 students received special education services for which the school system 
submitted reimbursement claims to the Commonwealth of Massachusetts’ Medicaid program. 
The Fall River Public Schools contracted with the New England Medical billing (NEMB) to 
prepare and submit its Medicaid claims. 

Objective, Scope and Methodology 

The objective of our audit was to determine whether costs claimed for school-based health 
services by the Fall River Public Schools through the Commonwealth of Massachusetts were 
reasonable, allowable and adequately supported in accordance with the terms of the State 
Medicaid Plan and applicable federal regulations. Specifically, our audit included, but was not 
limited to, recipient and provider eligibility, payment rates and billing processes. The audit 
period included Medicaid payments made during the period July 1, 1999 through June 30, 2000. 

To accomplish our audit objective, we: 

• 	 Reviewed federal and state laws, regulations and guidelines pertaining to the Medicaid 
program and special education related to school-based health services.  We also reviewed 
the Commonwealth of Massachusetts State Plan Amendment 92-14 that describes the 
Department of Public Welfare’s procedure for reimbursing school-based special needs 
services. 

• 	 Obtained an understanding of Fall River Public Schools’ internal controls relative to 
recipient and provider eligibility, payment rates and billing processes, and reviewed 
contracts with out-of-district schools. 

• 	 Identified all individual claims made for days when the Fall River Public Schools were 
not in session, including holidays (e.g., Thanksgiving, Christmas and Memorial Day), 
winter and spring vacations, professional in-service days, and snow and emergency days. 
We did not review claims for a residential placement or preschool placement. 

• 	 Selected from a population of 7,364 recipient/months (federal share totaling $1,095,125), 
a simple random sample of 100 recipient/months representing claims totaling a federal 
share of $14,105 in Medicaid claims paid during the period July 1, 1999 through June 30, 
2000 for school-based health services in the Fall River Public Schools. 

• 	 Obtained and analyzed information from Fall River Public Schools and out-of-district 
schools’ records which supported Fall River Public Schools’ claim for Medicaid 
reimbursement, including student eligibility for Medicaid, parental consent to bill 
Medicaid, student IEPs, student attendance and provider qualifications. 

• 	 Held discussions with officials from the Fall River Public Schools, NEMB and out-of-
district schools. 
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Our audit was conducted in accordance with generally accepted government auditing standards. 
We performed our fieldwork at the Fall River Public Schools in Fall River, Massachusetts and 
other contracted out-of-district schools in Massachusetts during the period December 2001 
through June 2002. See Appendix C for Fall River Public Schools’ comments in their entity. 

FINDINGS AND RECOMMENDATIONS 

In Massachusetts, claims for school-based health services are based on a daily per diem rate for 
the prototype (level-of-service) developed in each Medicaid eligible student’s IEP. However, we 
identified internal control weaknesses that need to be improved in the Fall River Public Schools 
system to ensure that it appropriately submits Medicaid claims for school-based health care 
services. The Fall River Public Schools did not design a system of controls to ensure that 
school-based health records were assembled and maintained to support the dates and type of 
Medical services provided. In this regard, each school district must have accurate attendance 
records, a valid IEP for each the student and evidence that any Medicaid covered service in the 
IEP has been delivered before the Medicaid claim is submitted for federal reimbursement. 

Relative to our review of Medicaid claims in randomly selected months, we estimate that the Fall 
River Public Schools were inappropriately overpaid at least $25,941 (federal share). In addition, 
the Fall River Public Schools billed the Medicaid program for $1,707 (federal share) in federal 
reimbursements which represented the daily per diem rate for school-based health services on 23 
dates when the school was not open to students. 

REVIEW OF SAMPLE CLAIMS 

As part of our review of the appropriateness of payments to the Fall River Public Schools under 
the Medicaid program for school-based health care services, we reviewed payments totaling 
$14,105 (federal share) for a random sample of months for 100 recipients paid during the period 
July 1999 through June 2000. We excluded payments for days when the Fall River Public 
Schools were not in session as this is addressed in the section below. 

We found that for payments contained in 11 of the 100 months reviewed, the Fall River Public 
Schools claimed $923 for school-based health services when: (1) the student was absent and did 
not receive services for at least one day (5 sample months), (2) the student did not have a current 
IEP (3 sample months), and (3) the Fall River Public Schools did not maintain sufficient 
documentation that services prescribed in the IEP were delivered (5 sample months). The 
individual sample units total more than 11 because some sample units had more than one 
condition. While some sample units had more than one condition, we did not question more than 
100 percent of the claim. (See APPENDIX A.) As a result, we estimate that the Fall River 
Public Schools were overpaid at least $25,941 (federal share). (See APPENDIX B.) 
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Student Absences 

For 5 of the 66 sample months reviewed, the Fall River Public Schools claimed the daily per 
diem rate for school-based health services amounting to $109 when the students were absent and 
did not receive services for at least one day. Specifically, the attendance record used to bill 
Medicaid differed from original attendance records provided by Fall River Public School. In this 
regard, the attendance software used by the Fall River Public Schools and NEMB assumes that 
all students were in attendance 100 percent of the time unless an absence is entered in the 
system. However, the original attendance taken by the teacher was not always entered into the 
computerized attendance system correctly or timely. We were unable to review original 
attendance records for 34 (100 – 66) of sample months because Fall River Public Schools does 
not have a policy for retaining these original records and these records are no longer available. 

Individualized Education Plan 

For three of the sample months reviewed, the Fall River Public Schools claimed the daily per 
diem rate for school-based health services amounting to $295 based on an IEP, which did not 
cover the sample period. Accordingly, reimbursement should not have been sought. The 
NEMB did not have computer edits to ensure that Medicaid claims were submitted only for 
students which had a currently effective IEP which prescribed special education services. 
For example: 

• 	 The IEP that school officials provided us to document services for a September 1999 
claim for one student was not in effect that month. A review of the student’s folder 
disclosed two documents referring to termination of services in June of 1999 – 4 months 
earlier. 

• 	 Using the bundled rate developed for direct services, the Fall River Public Schools 
submitted claims for consultation services in September 1999 and March 2000 for two 
students, for which the IEPs did not prescribe any direct special education services in or 
out of the regular education classroom. The IEPs did prescribe “Indirect Services to 
School Personnel and Parents.” The special education teachers were to confer with the 
regular education teachers. One of the IEPs listed the time as 15 minutes monthly. The 
DMA has not approved a reimbursement rate for consultation for indirect services and it 
is inappropriate to use a bundled rate developed for direct services to seek reimbursement 
for indirect services. 

Documentation of Services Delivered 

For 5 of the sample months reviewed, the Fall River Public Schools claimed the daily per diem 
rate for school-based health services amounting to $659 for which the school system did not 
maintain any documentation that services prescribed in the IEP were delivered. Specifically, the 
school system could not locate case/encounter notes for dates of service or progress notes 
spanning the sample month. 

4 




The CMS’s Medicaid and School Health: A Technical Assistance Guide, August 1997, page 40, 
states: “…A school, as a provider, must keep organized and confidential records that details 
client specific information regarding all specific services provided for each individual recipient 
of services and retain those records for review ... Relevant documentation includes the dates of 
service….” In addition, the Commonwealth of Massachusetts’ Operational Guide for School 
Districts (Revised May 1995) requires that in addition to attendance records, schools assemble 
and complete documentation that any Medicaid covered service in the IEP has been delivered 
before the Medicaid claim is submitted to Unisys for federal reimbursement. 

Further, in the Provider Agreement the Fall River Public Schools entered into with the DMA, the 
Fall River Public Schools agreed to “… keep such records as are necessary to disclose fully the 
extent of the services to recipients and to preserve these records for a minimum period of six 
years….” Notwithstanding the agreement, school officials apprised us that individual therapists 
and service providers are responsible for maintaining student contact information including case 
notes. 

Accordingly, for the students included in the 5 months reviewed, for which the Fall River Public 
Schools could neither locate case/encounter notes for dates of service nor progress notes 
spanning the sample month, we have no assurance that services prescribed in the IEP were 
delivered. 

Fall River Public Schools did not have written policies or procedures in place requiring service 
providers to document services delivered to Medicaid recipients. 

DAYS SCHOOLS WERE NOT OPEN TO STUDENTS 

The Local Education Agency is entitled to bill Medicaid the per diem for each day the student 
attended school. 

Include in the span of dates [dates for which reimbursement is sought] only those days 
that the recipient was present in school. Do not bill for [emphasis added] weekends, sick 
days, vacations, or holidays unless the recipient is in a residential placement and was 
present in school. Massachusetts - Unisys Municipal Medicaid Billing Guide, page 9 

We reviewed 100 percent of claims for days when the Fall River Public Schools were not in 
session, including holidays (e.g., Thanksgiving, Christmas and Memorial Day), winter and 
spring vacations, professional in-service days, and snow and emergency days. From the universe 
of 33,737 individual claims submitted by the Fall River Public Schools during our audit period, 
we found 140 claims that included at least one day when school was not in session. As a result, 
we found that $1,707 (federal share) was paid to Fall River Public Schools in error for these days 
when the student was not in school. 
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Recommendations 

We recommend that the Fall River Public Schools: 

• 	 Establish procedures to ensure that Medicaid billings are based on accurate attendance 
records that support the students’ presence to receive services, days for which the school 
was open, and students which have a current IEP, 

• 	 Develop written policies and procedures requiring service providers to document services 
delivered to Medicaid recipients which details client specific information regarding all 
specific services actually provided for each individual recipient of services and retain 
those records for review, and 

• 	 Refund through the DMA, the $27,648 that was inappropriately paid by the Medicaid 
program to the Fall River Public Schools for periods when the schools were not open to 
students, when students were otherwise absent or not qualified to justify reimbursement, 
or the school system did not maintain sufficient documentation that services prescribed in 
the IEP were delivered. 

Auditee Response 

In their response to the audit report, Fall River Public Schools officials generally agreed with the 
procedural recommendations related to establishing policies and procedures regarding Medicaid 
billing. However, the auditee stated they were in compliance with guidance provided by the 
oversight state agencies relative to: (1) billing Medicaid for IEPs for which the IEPs did not 
prescribe any direct special education, and (2) the school system’s method of documenting 
services delivered even though contrary to federal requirements. Fall River Public Schools 
officials also stated they will comply with any regulatory changes mandated by state oversight 
agencies.” 

The auditee did not express agreement or disagreement and elected not to comment on actions 
that will be taken regarding the refund of the $27,648 (federal share) that was inappropriately 
paid by the Medicaid program to the Fall River Public Schools. (See Appendix C for Fall River 
Public Schools’ comments in their entity.) 

Additional OAS Comments 

Since the DMA has not approved a reimbursement rate for consultation for indirect services, it is 
inappropriate to use a bundled rate developed for direct services to seek reimbursement for 
indirect services. Relative to complying with Fall River Public Schools’ understanding of 
guidance provided by state agencies relative to documentation requirements, in the Provider 
Agreement the Fall River Public Schools entered into with the DMA, the Fall River Public 
Schools agreed “…To comply with all state and federal statutes, rules, and regulations applicable 
to participation in the Medicaid Assistance Program …To furnish the Department [DMA] and 
any duly authorized state and federal officials…with such information, including copies of 
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medical records, regarding any services for which payment was claimed from the 
Department….” 
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SCHEDULE OF SAMPLE ITEMS 

Sample 
Number 

Inaccurate Attendance Invalid IEP Documentation Totals 

Error Days Dollars Error Days Dollars None Days Dollars Error Dollars 
1 
2 Yes 15 83.55 1 83.55 
3 
4 
5 Yes 16 89.12 Yes 16 89.12 1 89.12 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 Yes 9 50.13 Yes 16 89.12 1 89.12 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 Yes 2 11.14 1 11.14 
28 
29 
30 
31 
32 
33 
34 
35 
36 Yes 2 24.38 1 24.38 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

OIG
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SCHEDULE OF SAMPLE ITEMS 

Sample 
Number 

Inaccurate Attendance Invalid IEP Documentation Totals 

Error Days Dollars Error Days Dollars None Days Dollars Error Dollars 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 Yes 14 170.66 1 170.66 
61 
62 Yes 2 11.14 1 11.14 
63 
64 Yes 1 12.19 1 12.19 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 Yes 15 83.55 1 83.55 
77 
78 
79 
80 
81 
82 Yes 21 116.97 1 116.97 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
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SCHEDULE OF SAMPLE ITEMS 

Sample 
Number 

Inaccurate Attendance Invalid IEP Documentation Totals 

Error Days Dollars Error Days Dollars None Days Dollars Error Dollars 
93 Yes 19 231.61 1 231.61 
94 
95 
96 
97 
98 
99 
100 

5 16 $108.98 3 53 $295.21 5 79 $658.49 11 $923.43 

* While some sample units had more than one condition, we did not question more than 100 percent of the claim 
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APPENDIX B 

RESULTS OF STATISTICAL SAMPLE 

Sample Size 100 
Value of Sample $ 14,105 
Number of Errors 11 
Value of Errors $ 923 
Population Size 7,364 

Value of Population $ 1,095,125 

Point Estimate $ 68,001 
Confidence Level @ 90 % 

Lower Confidence Limit $ 25,941 
Upper Confidence Limit $ 110,062 

Sample Precision +/-61.85 

Based on our statistical sample, we are 95 percent confident that the amount overpaid is at least 
$25,941 (federal share). 
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